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This study explores the relationship between the variance jump risk and conditional
equity risk premia, which is theoretically addressed by Drechesler and Yaron (2011), with
realized variance jump risk measures. Using the high frequency records of CBOE VIX
and S&P 500 index, we provide solid evidence that realized variance jump risk measures,
based on both nonparametric and parametric methods, can significantly forecast excess s-
tock market returns in-sample and out-of-sample. The predictive power remains statistically
significant and economically important controlling for variance risk premium and common-
ly used predictors. Our results also indicate that realized variance jump risk is a short run
predictor.
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